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Dear Supervisors,

DEPARTMENT OF HEALTH SERVICES: APPROVAL OF DELEGATED
AUTHORITY TO THE DIRECTOR OF HEALTH SERVICES TO ENTER
INTO HOSPITAL SERVICES AGREEMENTS WITH HEALTH PLANS
(ALL SUPERVISORIAL DISTRICTS)

(3 VOTES)

IT IS RECOMMENDED THAT YOUR BOARD:

Authorize the Director of Health Services, or his designee, to negotiate and
execute hospital services agreements with health plans that provide commercial
insurance coverage to employer groups and individuals, Worker's Compensation
plans, and Medicare and Medi-Cal health plans. The term of such hospital
services agreements shall be one year, with automatic annual extensions not to
exceed a total of five years in length. The scope of services and rates will be in
accordance with parameters set forth herein.

PURPOSE/JUSTIFICATION OF RECOMMENDED ACTION

Board approval of this action will authorize the Director to enter into negotiations and
execute hospital services agreements with health plans. The goal of these agreements
is to encourage the contracted health plans to direct their members to obtain
emergency, non-emergency and specialized care at County hospitals. Unique and
highly specialized services provided by the Department of Health Services'
(Department) facilities, such as acute rehabilitation services, burn care, and certain
complex surgical procedures, would be available to this insured population. Currently,
the lack of a contract with the County deters medical groups and health plans from
directing non-emergent patients in need of specialty care services to County hospitals.
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Once approved by your Board, the Department will initially focus its efforts on securing
contracts between Rancho Los Amigos National Rehabilitation Center (Rancho) and the
nine largest health plans in Southern California. As a greater percenfage of the
population participate in managed health care plans, a lack of contracts with the County
has encouraged health plans to redirect enrollees from non-contracted facilities, often to
organizations that do not have the specialty care capabiliies and expertise of
organizations such as Rancho. Contracts with these large health plans will substantially
increase the referrals and admissions to Rancho.

implementation of Strategic Plan Goals

This request is consistent with Goals 3 and 4: Organization Effectiveness, and Fiscal
Responsibility of the Los Angeles County Strategic Plan.

FISCAL IMPACT/FINANCGING

The agreements with health plans executed under the Director's delegated authority are
intended to bring increased revenue to the Department's hospital system. These
monies will come from contractually negotiated fee for service or capitation payments
made by the health plans. State law requires timely payment of complete and accurate
hospital claims, assuring continuous cash flow. Further, the contracted County
hospitals will be listed in directories as participating health plan network facilities.

The additional services to be provided by Rancho can be covered within the existing
FY 2007-08 Adopted Budget. As the increased revenue cannot be reasonably
determined at this time, the Department may request adjustments to future fiscal years
budgets as needed.

FACTS AND PROVISIONS/LEGAL REQUIREMENTS

The Department will ensure that all hospital agreements negotiated and executed under
this delegation will contain contracted rates that are at or above the aggregate variable
cost for all services in each involved County hospital.

Once approved, the Director will submit biennial reports to your Board, on the contracts
entered into by the Director using this delegated authority, including the utilization rates
at each hospital by each contracted health plan, the number of admissions, bed days
used, and revenue generated under each agreement.
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CONTRACTING PROCESS

Unlike the majority of prior and current hospital service agreements, the Department
may utilize the standard hospital agreement provided by the health plans or Worker's
Compensation plans in order to expedite execution of the agreements. Such
contractual documents will comply with both state law and the required provisions set
forth by the California Department of Managed Health Care. These standard
agreements contain mutual indemnification clauses and require the use of binding
arbitration to resolve disputes. The Director intends to include certain preferred County
contractual language that is in the Department's current hospital provider agreements,
such as the non-disclosure of contract rates, conflict of interest, termination for improper
consideration, and child support enforcement. The Director will include in these
agreements, a mandatory “do not compete” provision for the Community Health Plan's
Community Provider Plan status for Healthy Families.

County Counsel and the CEO’s Office will review and approve all agreements
negotiated under this delegated authority prior to execution. Financial officers at each
facility and the Department's Chief Financial Officer will review and approve the
payment terms negotiated for each agreement. The Director will notify the Board of its
use of this delegated authority via a board memorandum.

IMPACT ON CURRENT SERVICES (OR PROJECTS)

The degree of impact of such agreements with commercial, Medicare, and Medi-Cal
health plans will vary among the hospitals. The financial impact will be positive in all
cases, bringing new revenue that contributes fo the financial performance of the
facilities.

When approved, this Department requires three signed copies of the Board’s action,

Respecifully submitted,

WILLIAM T FUJIOKA

Chief Executive Officer
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¢ County Counsel
Director and Chief Medical Officer, Depariment of Health Services
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